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Abstract 

Organizations are open-systems [1], which are interrelated with their environments, 
environments that include key stakeholders in their organizations. As a result, it is likely that 
stakeholders can have an effect on the evolution and transformation of organizations and their 
cultures, especially those influential stakeholders that have unique and strong relationships with 
their associated organizations.  

This conceptual research is grounded in the principle that organizational culture can be 
the result of an organization’s influence by and adaptation to important stakeholders in its 
environment.  We are not aware of research that has investigated why and how culture transfers 
between organizations that lie outside their immediate industries or professional communities, 
yet there is some anecdotal evidence that the phenomenon occurs. We use an example of the 
United States (US) government, specifically the Department of Defense (DOD), as the critical 
customer stakeholder to organizations in the US defense industry, to propose our arguments on 
culture transference. We believe that the path for and likelihood of culture transference lie in the 
type, strength, and tenure of the relationship between stakeholder and focal organization.  We 
propose that these three attributes can increase the likelihood of culture transference and the 
subsequent emergence in the focal organization(s). 

Introduction 

The literature suggests that organizational culture differs between industries [2, 3], 
professions, and occupational communities [4, 5, 6].  We define organizational culture as the 
widely shared and strongly held values by members of a social system [see 7, 8].  Yet, 
organizations are open-systems [1], which are interrelated with their environments beyond their 
immediate industries and communities. As a result, it is likely that stakeholders can have an 
effect on the evolution and transformation of organizations and their cultures, especially those 
influential stakeholders that have unique and strong relationships with their associated 
organizations.  A stakeholder represents an individual or group who can affect or is affected by 
the actions, decisions, policies, or goals of the organization [9]. 

Organizations have to manage and maximize external stakeholder relationships and be 
responsive to their stakeholder needs and requirements. Past research on stakeholder 
relationships suggests that these relationships develop because stakeholders perceive they have 
similar values to organizations [10] and that some organizations view themselves as 



interconnected with stakeholders through dyadic bonds, subsequently leading to shared norms 
and values [e.g., 11, 12].   

While these research endeavors suggest organizations and stakeholders develop 
interconnected relationships, it does not inform us about the effect of those relationships on the 
emergence and evolution of organizational culture. More specifically, we are not aware of 
research that has investigated why and how culture transfers between organizations that lie 
outside their immediate industries or professional communities. We use an example of the 
United States (US) government, specifically the Department of Defense (DOD), as the critical 
customer stakeholder to organizations in the US defense industry, to propose our arguments on 
culture transference. While we acknowledge that in many settings culture transference can be 
bidirectional, we chose this particular relationship on which to base our initial exploratory 
research due to the uniqueness of the relationship and the influential nature of the customer 
stakeholder.  In our research, the defense industry is comprised of non-government suppliers of 
research, development, production, and service of military equipment and facilities.  
 With this backdrop, our contribution is threefold.  First, we draw from relevant theories 
to explain why and how culture transference occurs.  Second, we discuss the customer 
stakeholder-organization relationship and its effect on the transfer and evolution of culture using 
an example of a unique stakeholder-organization relationship from a rarely studied industry.   
Third, we specifically propose that the conduit for and likelihood of culture transference lies in 
the type, strength, and tenure of the relationship between stakeholder and focal organization. 
Finally, we close our discussion with implications for management and suggestions for future 
research. 

Literature review 

Relevant Theories 
In explaining the transference of military organizational culture from the DOD to 

organizations in the defense industry, we begin by discussing two literatures, resource 
dependence and organizational behavior, and their respective arguments as to why and how this 
phenomenon occurs.  We then turn our focus to the phenomenon studied under our chosen 
context and then state general propositions of culture transference based on attributes of the 
stakeholder-organization relationship     

Resource dependence theory recognizes the interdependence between stakeholder and 
focal organization and the desire for each party in the relationship to reduce dependence and 
uncertainty.  It offers several explanations for the transference of organizational culture between 
these organizations.  First, a focal organization will voluntarily alter its structure and behavior 
patterns to acquire and maintain needed, external resources [13]. This indicates that 
organizations may willingly modify their cultures when advantageous to increase access to 
valuable resources controlled by a stakeholder. Second, dependence and resource scarcity may 
induce cooperation between stakeholder and focal organization rather than “arm’s length” 
transactions and competitiveness. As customers provide the revenue for the sustainability and the 
success of profit-seeking organizations, they hold a special position among the focal 
organizations’ stakeholders. Because these organizations are dependent on customers, customers 
have power to affect the organization [14]. In lieu of power and control attempts over those 
customer stakeholders, focal organizations may resort to cooperation and build unique, not-easily 
imitated, and strong relationships with those key stakeholders that can provide scarce resources 
(funding, purchase of goods, etc.). These unique, strong relationships are more likely to lead to 



the transfer of organizational cultures or cultural dimensions from stakeholder to focal 
organization.  Third, outside of cooperative interorganizational relationships, strong stakeholders 
can use powerful tactics from its position in the environment to promote the same value system, 
seeking to control its resources through culture transference, particularly among organizations on 
which they are highly dependent.  

With respect to organizational behavior research, Schein [15] explains that culture is 
socially constructed as founders surround themselves with people who share their values.  
Organizations attract and select individuals for employment who are perceived to have similar 
values to those of the organization and who fit the culture of the organization [8]. The fit or 
congruence between individual values and organizational values and culture benefits the 
organization and promotes performance and long-term sustainability [see 8, 16]. 

Adapting this argument to the organizational level, stakeholders may choose focal 
organizations that share the same values and culture or have the potential for changing their 
culture to match that of the stakeholders in order to maximize organization-to-organization fit.  
Greater fit may increase the ability of the stakeholder to influence the focal organization to meet 
its requirements and needs.  On the other hand, the focal organization may be more successful if 
their culture and sense of reality matches the demands and needs of their key stakeholders. 
Research supports that organizations and the content of their cultures need to fit their 
environments and its stakeholders, and cultural patterns need to mirror environmental challenges 
[17]. 

 
Government, DOD, and Culture 

Governments and their agencies influence all practices, action, policies and decisions of 
organizations via the public policy process [18]. Governments develop, implement and enforce 
the laws and regulations that frame how organizations do business. Yet, the government and its 
institutions can serve as important stakeholders in organizations beyond their regulatory 
influences.  

As key customer of defense services and products, the DOD has an especially important 
stake in organizations from the defense industry. The strategic importance of stakeholders is 
determined by the contributions of the stakeholder to the environmental uncertainty facing the 
organization, the ability of the stakeholder to reduce environmental uncertainty for the 
organization, and the organization’s strategic choice [19]. Organizations in the defense industry 
make the strategic choice to serve one key customer, the DOD. Therefore, the DOD contributes 
to and can reduce the environmental uncertainty of organizations from the defense industry. 
Harrison and St. John [19] suggest that partnering tactics help organizations to reduce this 
uncertainty by developing strong, stable and enduring relationships with strategically important 
stakeholders. Because of the DOD’s unique position as the nation’s key protector of security and 
defense against war, it is likely to represent a unique customer stakeholder who will seek to 
develop and control the relationships with organizations from the defense industry. As the DOD 
develops relationships with its suppliers, it is also probable that the DOD influences the 
operation and culture of those organizations. Specifically, the deeply-rooted, strong core cultural 
values of the military will affect interactions and transactions between the government 
stakeholder and focal organizations and find their way into the culture of those organizations.  

These aforementioned strong core cultural values come from the fact that the DOD is a 
social institution with values and beliefs developed and nurtured to support the “management of 
violence” [20].  These values are instilled early in the soldier’s career as part of basic training 



and socialization into this unique organization [21] and bonded with rituals, symbols, and heroic 
stories [22].  More specifically, the military culture is highly structured and controlling, and 
embraces strict rank hierarchies [23] with the goal to “minimize the uncertainty of the 
battlefield,” [24, p. 6].  It is one that emphasizes the needs of society and country while 
considering the soldier’s rights secondary [23]. On the other hand, the cultural value of 
teamwork is salient in the military as unit cohesion and teamwork in the severest of 
circumstances and respect for comrades and loyalty to the group [20, 25, 26]. The culture is 
results-oriented and process-oriented. Reliable and error free performance in a team environment 
is required, otherwise catastrophes may occur [27]. The military culture can also be defined as 
detail oriented. For example, the highly intensive and complicated technologies of weaponry and 
military systems require an inordinate amount of detail and precision to work effectively under 
the severest of circumstances and prevent injury or death in military training, during 
development, manufacturing, and testing of products. Finally, the military culture clearly can be 
characterized as aggressive and competitive by the very task at hand, that is, war.    

 
Interorganizational Relationships: The Conduit for Culture Transfer 

 
The theories outlined earlier provide a foundation for why and generally how culture 

transference occurs, but do not address the specific mechanism in the interorganizational 
relationship that functions as a conduit for the dimensions of culture to move between 
organizations.  We believe that the path for and likelihood of culture transference lie in the type, 
strength, and tenure of the relationship between stakeholder and focal organization.  While we 
believe that all three attributes can contribute synergistically, we concentrate in this study on 
each attribute individually.   

 
Type of Relationship 

With respect to type, interorganizational relationships can be thought of as lying on a 
continuum anchored by non-cooperative arm’s length transactions on one end and cooperative 
networks, partnerships, and alliances on the other [28]. These relationships are often explored by 
the advantages they bring to both organizations in a dyadic relationship or to the organizations 
within the network [13, 29].  The established relationship between stakeholder and focal 
organization can take on multiple characteristics drawn from different points on this continuum 
ranging from coercive (non-negotiable contractual requirements, government laws, and the like) 
to cooperative and social relationships.  We argue that the transfer and emergence of the culture 
is a result of (a) coercion through non-negotiable contractual requirements and dictations of law 
and (b) collaborations and social relationships that develop between stakeholder and focal 
organization(s). 

Resource dependence theory states that depending on the level of resource dependence, 
an organization will seek to exercise control over resources and use its power to secure those 
scarce resources [30, 31]. This suggests powerful stakeholders, such as the DOD, have the ability 
to control and influence focal organizations in the defense industry. As the single most important 
customer, they control important resources, i.e., revenues that are important to the organizations’ 
sustainability. Berman et al. [14] identified that customers hold a key position among other 
stakeholders and affect an organization’s strategy. Stakeholders may use tactics grounded in their 
position in the environment to secure access to important resources. These tactics may include 



coercive pressures that lead to the transfer of cultural values from stakeholder to focal 
organizations. 

 The relationship between the DOD and the focal organizations in the defense industry 
can be partially described as coercive.  As necessitated by the DOD rules, laws and procedures, 
focal organizations implement tight US security controls in facilities, processes and procedures, 
to protect US classified (i.e. Confidential, Secret, Top Secret) information, hardware, and 
software from “landing in the wrong hands.”  Furthermore, inappropriate employee conduct or 
lax discipline with respect to classified information may result in a number of punishments by 
the organization depending on severity of infraction:  time off, job loss, and, possibly, federal 
penalty.      

The military manage and control the suppliers of military products and services in a 
similar fashion as they control their soldiers, implicitly expecting and requiring discipline, 
military ethos, cohesion, and loyalty.  They often direct their suppliers to implement similar 
management and control techniques in their organizations as a result of the highly unique 
requirements of the customer and the product.  Compliance to copious military standards, 
processes, procedures, and regulations for product design, development, and test, as well as 
program management, financial reporting, and program planning, among other areas, are 
contractual requirements [32] that necessitate military-like discipline to implement.  Thus, we 
posit: 

Proposition 1: As the influence of the stakeholder increases via coercive relationships 
between stakeholder and focal organization, the likelihood of culture transference increases 
from stakeholder to focal organization. 

Resource dependence theory suggests that as an alternative to seeking power and control, 
organizations may resort to cooperation and build unique relationships with those organizations 
that are needed for key and scarce resources. As stakeholders recognize their resource 
dependence on suppliers, they may become more cooperative and interact voluntarily with 
suppliers and build cohesive relationships instilling their values into the culture of those focal 
organizations. This process of cultural transference may be accelerated if normative isomorphic 
processes lead to the sharing of professionals across organizations.  Organizations frequently hire 
professionals from other organizations in its fields to achieve a cognitive base and legitimize 
their organization. For example, often employees move among different firms within an industry, 
bringing with them social capital from previous employment [31], but they also bring the 
organizational culture of which they are accustomed. 

The unique relationship between the DOD and the defense suppliers is becoming more 
intertwined as the government turns to outsourcing many key military functions.  Focal 
organizations in the defense industry are actively performing tasks formerly restricted to military 
personnel, such as maintaining weapons systems, “piloting” unmanned aerial vehicles (UAVs), 
collecting and analyzing intelligence, and interrogating prisoners [33].  Not only are these 
organizations increasingly embedded with the military, but there is also constant military 
presence in the focal organization’s facilities and an on-going interchange of personnel between 
facilities during the design, development, test, and production of the military product.  For the 
past 20 years, the US government has encouraged government-industry collaborations and 
cooperative assistance where typically personnel are traded between facilities to increase 
interactions [34]. These increasingly cooperative interactions in an environment highly 
characterized by warfare trigger a culture transfer from stakeholder to focal organization(s).  
Thus, we posit that  



Proposition 2: As the influence of the stakeholder increases via cooperative relationships 
between stakeholder and focal organization, the likelihood of culture transference increases 
from stakeholder to focal organization. 

In organizational behavior, the person-organization fit literature suggests that when 
individuals’ values are congruent with those of the organization, organizational performance 
improves [16]. Raising this position to the organization level, customer stakeholders should 
select focal organizations that share the same values. Over time, as the relationship between 
organizations develops and deepens, it is likely that “organization-organization” value 
congruence emerges. As stated earlier, interactions between the organizations are ever-increasing 
as a result of a growing dependence and interlinkage of the DOD on its focal organizations 
(suppliers). Social relationships between DOD and suppliers easily develop under the stressful 
and pressing conditions of war where suppliers absorb the strong military culture as they work 
side-by-side with the military.  Additionally, upon retirement a significant number of military 
personnel obtain civilian positions at their previous supplier’s organizations [35, 36].  Clearly, 
the new member brings a deeply entrenched military culture along with a strong social tie back 
to the DOD.  This social tie acts as a bridge between stakeholder and focal organization that 
allows entrance and hiring of additional ex-military by the organization.  Since member 
demographics highly influence culture [3], the cultural effect of the ex-military employees in the 
defense organization grows with each new member added and the social tie is further 
strengthened. Moreover, the influx of ex-military into defense organizations can increase a sense 
of cooperation between parties with similar values and understandings. 

Proposition 3: As the influence of the stakeholder increases via social relationships 
between stakeholder and focal organization, the likelihood of culture transference increases 
from stakeholder to focal organization. 

 
Strength of Relationship 

Relationship strength is defined as the extent or degree of closeness or strength of the 
relationship between the stakeholder and focal organization(s).  It can differ within a single 
relationship type and may be higher in vertical integration and cooperative relationships than in 
arm’s length transactions or coercive relationships [37].  Resource dependence theory suggests 
that organizations strive to increase power and control over limited resources [13, 31]. An 
alternative for gaining control and power is the development of strong relationships with those 
organizations critical for survival; especially applicable to organizational fields where the 
number of organizational participants is small. More specifically, key stakeholders can exercise 
their power by seeking to develop strong relationships with focal organizations by way of 
immersing their own cultural norms and values into those focal organizations. 

The strength of the relationship between the stakeholder and focal organization can also 
be evaluated in terms of its enduring and unique market structure. A market structure represented 
by one major customer (stakeholder) and dominated by a few suppliers (focal organization(s)) 
creates significant resource interdependencies. When this limited number of customers and 
suppliers characterize an organizational field, these resource interdependencies will likely result 
in the development of strong, lasting relationships. Furthermore, it is likely that powerful 
stakeholders will engage in transactions with organizations that fit their needs, requirements, and 
view of reality. At the individual level, value congruence between employees and organizations 
will lead to positive organizational outcomes and stronger employee commitment [e.g., 16]. At 
the organizational level, it is likely that value congruence between organizations such as 



stakeholder and focal organization(s) will increase the commitment of those organizations to the 
relationship. This will lead to the development of stronger, lasting relationships between 
organizations. For example, since value congruence is a key factor in the development of 
interorganizational relationships [10], its presence increases organization-organization fit, 
leading to decreased uncertainty and reduced complexity while increasing resource flow for both 
stakeholder and focal organization(s). When key stakeholders have significant control over other 
organizations in an organizational field, greater value fit may increase the ability of stakeholders 
to influence the values and cultures of focal organization(s).  As such, we posit: 

Proposition 4: As the relationship between stakeholder and focal organization 
strengthens the likelihood of culture transference from stakeholder to focal organization 
increases.  

 
Tenure of the Relationship 

Over time organizations learn from their environments and stakeholders. The longer an 
organization, such as a defense contractor, has a relationship with a key stakeholder, the DOD, 
the more likely it is that this organization adopts important cultural values of the military. We 
believe that as the recurrence and frequency of interactions between key stakeholders and focal 
organizations extend over longer periods of time, it is likely that focal organizations will learn 
from their stakeholders.  They will develop shared perception of similar destiny, purpose, mutual 
interests, values and norms [38].  The adoption of those values and norms from key stakeholders 
will further cement the interorganizational relationship and increase culture homogeneity. 

In our chosen context, the DOD and the focal organizations in the defense industry have 
had a long, enduring, and unique relationship since the middle of the last century; so much so 
that President Dwight D. Eisenhower coined the term, military-industrial complex, to capture the 
essence of the relationship [39].  The multiple interactions that have occurred over the years 
between the DOD and industry suppliers have built a strong pathway from which the military 
culture can be transferred.  Whether the interactions have occurred based on arm’s length 
transactions, collaborations, alliances, or strong social ties, we propose the tenure of this 
relationship contributes to culture transference: 

Proposition 5:  As the relationship between the stakeholder and focal organization ages, 
the likelihood of culture transference increases from the stakeholder to the focal organization. 

Discussion and Managerial Implications 

The sources of organizational culture are generally understood to be (1) the beliefs, 
assumptions, and values of an organization’s founder, (2) the learning experiences of group 
members, and (3) new beliefs, values, and assumptions brought in by new members and leaders 
[15]. While some research exists to support that similar cultural dimensions develop across 
industries, little is known about the role of specific stakeholders, and the process by which they 
influence the development of organizational culture in and across organizations of a particular 
industry. This paper addresses this gap by developing explanations for how organizational 
culture can transfer from a stakeholder to focal organizations.  More specifically, we suggest that 
different types of relationships such as coercive, cooperative or social networks will result in the 
transfer of culture from stakeholder to focal organizations within an organizational field and to a 
particular industry. Furthermore, the strength and tenure of the stakeholder-organization 
relationship are additional characteristics that can explain the transference of their culture. As 



culture transfers from stakeholder to focal organizations, the industry as a whole may take on 
important, homogeneous cultural value dimensions. 

Analyzing and understanding the nature of the relationships between two or more 
stakeholders and the effect this relationship has on organizational culture can help managers to 
look beyond interorganizational sources of cultures. Schein [15] suggests that organizations need 
to develop learning cultures characterized by a commitment to systemic thinking. As the world 
becomes more complex and interdependent, managers need to be able to think systematically 
and analyze forces that affect organizational culture [15]. Considering the effect of external 
environmental forces such as stakeholder influences on the emergence and change of 
organizational culture may present new opportunities and/or challenges to managers. Analyzing 
and understanding the relationship process and the stakeholder influences on one’s culture may 
lead to the development of more productive relationships with key stakeholders. Also, managers 
who understand the scope and depth of their organization’s culture and how it is influenced by 
external stakeholders are more likely to engage in recruitment and selection that will result in 
better employee-organization fit which in turn leads to stronger commitment, less turnover and 
ultimately higher organizational performance [8].  

Furthermore, understanding the dynamics of stakeholder-organization relationships and 
the key cultural dimensions that define the various stakeholders should result in improved 
understanding, communication and coordination with those stakeholders. It may present a 
benefit for managers who identify key stakeholders and know that the development and 
maintenance of key stakeholder relationship resides in the ability to develop a cultural fit 
between their organizations’ cultures. This seems to be especially important before organizations 
engage in mergers, acquisitions, alliances or joint ventures or organizational fields with limited 
numbers of participants.  Overall, managers who understand their own organizational cultures 
and those of their stakeholders are able to manage interactions and relationships with those 
stakeholders more effectively. They can address the needs of those stakeholders and reduce 
conflict by developing cohesive working relationships.  

While we focus on the relationship between the customer stakeholder and organizations 
across a specific industry, it is reasonable to assume that this research may transcend to other 
stakeholder-organization relationships. We hope that our efforts will lead other researchers in 
culture to seek out and shed light on the “whys and hows” of culture transference between 
organizations. 
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